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ABSTRACT 
In recent years, the real income of consumers in Hong Kong has been increasing 
rapidly and shoppers have become less price conscious. Instead, they are more and more 
quality and fashion demanding. On the one hand, it creates a favorable market environment 
for the department store industry while on the other, department stores must be able to 
adapt to the changing consumption pattern in order to survive. The Japanese stores have 
been new entrants into the department store industry in Hong Kong. However, they have 
secured a high market share even though their number of outlets is small. In fact, they 
have become the major challengers and innovators in the industry. The purpose of this 
research is to investigate the reasons for their success by exploring the relative strengths 
and weaknesses of Japanese stores and other stores in Hong Kong. 
Japanese stores are characterized by large shopping areas, great merchandise 
assortment and attractive layout. Their recent trend of expansion concentrates on serving 
the densely populated residential areas instead of competing with other stores in the main 
shopping districts. This project aims at providing an indepth study on the characteristics of 
Japanese stores by two questionnaire surveys on the shoppers' consumption pattern and 
the strategies of Japanese department stores, respectively. In addition, two interviews have 
been carried out together with literature review before designing the questionnaires. The 
results generated by the one hundred and twenty shoppers and five Japanese stores were 
analyzed together in order to examine how Japanese stores' strategies fit into the shoppers' 
behavior. It was found that Japanese department stores consider themselves as somewhere 
for shoppers to spend their leisure and enhance their life quality. Thus, Japanese stores 
emphasize the concept of one-stop shopping by providing great merchandise assortment 
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and services not Ibiind in traditional deparlmeiU stores, such as restaurants, game areas for 
children and exhibition. In addition, Japanese stores believe that purchasing impulse is 
generated mainly after shoppers have entered the store; consequently, Japanese stores 
stress on product layout and shopping atmosphere. The shoppers' behaviors were 
elaborated by dividing respondents into groups of similar backgrounds such as sex, income 
and shopping frequency. The differences between shoppers of various background with 
respect to criteria to choose department stores, impression on Japanese stores, price and 
quality consciousness were studied. It was found that Japanese stores possess a rather 
good impression among shoppers, especially among the middle class and heavy shoppers. 
They receive very positive comments regarding merchandise assortment, convenient 
location and shopping atmosphere. Meanwhile, some weaknesses of Japanese stores were 
discovered. Most respondents in the study reported that the price level of Japanese stores 
is unreasonably high while negative comments on product quality, shopping environment 
and salespeople's service were common in the upper class. Also, some sales promotion 
strategies adopted by Japanese stores, such as gift giving and lucky draws, were found to 
be ineffective to attract shoppers. After analyzing the industry environment and the 
strengths and weaknesses of Japanese stores, it is recommended that they should put more 
efforts to match strategies with the interest of the middle upper income group, which 
possess very high market potential. In addition, Japanese stores should improve their 
pricing policy and salespeople's service. Their consignment policy should also be revised 
to better control the store management and sales promotion strategies. On the other hand, 
local stores must manage the business more professionally and expand retail outlets in the 
residential areas. Finally, the department store industry must enhance their trend sensitivity 
in order to become an active participant rather than responding to the market environment 
passively. 
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PREFACE 
This study aims at finding out how Japanese department stores match their strategies 
with the shoppers' need by exploring the consumers' criteria to select department stores 
and their impression on Japanese stores. The purpose is to make recommendations for 
both the Japanese and local stores to improve their business strategies and to give a future 
direction for the industry. 
The first chapter introduces the historical development and some general 
characteristics of Japanese stores in Kong Kong. The second chapter describes the general 
market environment of the department store industry. The third chapter discusses research 
methodology and procedures for data collection. Chapter four elaborates the research 
findings with emphasis on consumer behavior with various personal background. Chapter 
five provides recommendations for the Japanese and local department stores and future 
direction for development. The study is summed up in Chapter six. 
The completion of this research owes much to Sogo and Daimaru which arranged an 
interview with the researcher and provided valuable information on characteristics of 
Japanese stores. Last of all, the author would like to thank the Faculty advisor, Dr. N. G. 




In 1960, Hong Kong's first Japanese owned department store - Daimaru - opened 
its gleaming glass doors in Causeway Bay. However, Japanese stores entered Hong 
Kong mostly in the 1980s. They have now all but overwhelmed their Hong Kong 
competitors. The managing director of Shui Hing Department Store and Chairman of the 
Retail Management Association recalled that the very first day that Daimaru opened its 
doors, he told local retailers that they would all have to get more p rofess iona l The 
entrance of Japanese stores also introduced new retail concepts into Hong Kong. It 
is estimated that there are some 200 large department stores in Hong Kong. The number 
of Japanese department stores and branches total 9 and 14，respectively, but they account 
for some 40% of market share in terms of sales volume. 2 
In Chapter II，a review on the market environment of the department store industry 
in Hong Kong will be given to outline the characteristics of different store categories 
defined by their country of origin. Also, the income trend and tourist expenditure will be 
elaborated to highlight the potential of market volume. Chapter III on research 
methodology elaborates the questionnaire design and procedures of data collection. 
Research findings are analyzed in detail in Chapter IV. General strategic characteristics 
of Japanese department stores are studied together with the findings on shopping 
behavior for respondents with different personal background such as age, sex and 
income. Recommendations for Japanese department stores and other undertakers in the 
industry are made in Chapter V. Finally, Chapter VI will sum up the whole research 
projects and highlight the reasons of success for Japanese stores and the future direction 
of the industry. 
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Why Japanese Department Stores Came in 1980s 
Since Daimarii entered the Hong Kong market in 1960，it took thirteen years before 
the second one - Isetan - came in 1973. The third one, Matsuzakaya entered two years 
later. However, all the other six Japanese stores came in 1980s'. In addition, the late 
comers have much bigger shopping areas and more number of branches. A study on the 
reasons why Japanese stores came mostly in 1980s' would provide some background for 
their strategies in Hong Kong. 
Firstly，the department store industry reached a saturated level and faced great 
pressure from the supermarket chains in Japan. Secondly, to protect other retailers, there 
are strict control over the operation of large department stores in Japan, such as opening 
of new stores and business hours.3 Thirdly, the operation cost of department stores in 
Japan is extremely high mainly due to the high salary and property price. The drawing 
force of Hong Kong includes rapidly increasing income. In early 1980s', the per capita 
income of Hong Kong exceeded US$5,000 which marks the beginning of the era of 
mass consumption and demand for quality.4 Also, the 'Japan mania' rendered Japanese 
products very appealing to youngsters. Finally, Hong Kong is a stepping stone for 
Japanese stores to penetrate into the People's Republic of China (PRC) market. In fact, 
Mitsukoshi Department Store has undertaken marketing studies in both Shenzhen and 
Guangzhou while Daimaru and Sogo are also preparing feasibility studies on various 
cities in China including Guangzhou, Shanghai and Beijing.^ Other favorable conditions 
of Hong Kong to attract Japanese stores include stable and significant increase of per 
capita income, prosperous tourist industry, concentrated population and few regulatory 
control from the government.^ Table 1.1 below is a brief summary of the history 
openings，shopping areas and location of Japanese department stores in Hong Kong. 
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TABLE 1.1 
HISTORY, LOCATION AND SHOPPING AREAS OF JAPANESE STORES IN HK 
Year of establishment Store name and location Shopping area(sq. metre) 
I960 Daimaru (Causeway Bay) 11,000 
1973 Isetan (Causeway Bay) 2,400 
1975 Matsuzakaya (Causeway Bay) 5,200 
1981 Mitsukoshi (Causeway Bay) 11,000 
1981 Matsuzakaya (Admiralty) 1,020 
1982 Tokyu (Tsimshatsui) 2,500 
1984 Yaohan (Shatin) 14,000 
1985 Sogo (Causeway Bay) 12,000 
1987 Isetan (Aberdeen) 2,300 
1987 Uny (Tai Koo Shing) 13,000 
1987 Jusco (Kornhill Garden) 18,000 
1987 Yaohan (Tuen Mun) 22,000 
1988 Mitsukoshi (Tsimshatsui) 7,800 
1988 Yaohan (Whampao Garden) 13,000 
Source : Magazine, Complimentary Copy, March 1990，p. 40 
It is interesting from the above table that the recently established stores are located 
in densely populated residential areas such as large private housing estate and the new 
town in the New Territories while the early establishments are found in main shopping 
areas such as Causeway Bay and Tsimshatsui. In addition, the more recently established 
stores have larger shopping areas. 
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Statement of Problem 
Since the rapid entry of Japanese Department stores into Hong Kong in 1980s, the 
local practitioners have faced great challenges from the Japanese counterparts. The 
closing down of the Dai Dai department store chain in 1985 fully illustrated the impact of 
Japanese stores. One of the initial reasons for Daimaru's success in 1960 was largely 
due to its exciting range of new Japanese products, the concept of fixed prices, colorful 
promotions, attractive window displays, consistently polite and professional sales 
services^ All these have become the norm or necessities for other stores in order to 
survive nowadays. The closing down of PRC owned department stores in 1980s丨 was in 
sharp contrast to the success of Japanese stores. The former could not catch up with the 
increasing quality and service demanded by shoppers when they became more and more 
affluent. In order to promote the competitive strength of local department stores and the 
standard of the whole industry, much should be gained from a study of the Japanese 
stores，the success of which should give the industry undertakers a direction for future 
development. 
Research Questions 
This research project concentrates on the marketing areas of department stores and 
the following research questions and issues were investigated : 
A. What are the marketing strategies of Japanese department stores in HK with 
respect to the following areas : 
a. Conceptual difference in the function of department stores to shoppers 
b. Merchandise mix 
c. Promotion strategies 
d. Target customers 
e. Consignment policy 
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f. Salesmen Services 
g. Market sludies undertaken by the Japanese stores 
B. To generate the distinct competency of Japanese stores on the basis of the above 
studies. 
C. To study the criteria that consumers use to choose department stores and their 
perceptions and attitudes toward Japanese stores. 
D. To examine how and to what extent Japanese stores adapt to the industry 
environment and consumer need. 
Significance of Study 
The rapid economic growth of Japan after World War Two and the appreciation of 
Yen has equipped its business undertakers with the power to internationalize. 
Undoubtedly, Japan plays an increasingly important role in moulding the world economy 
and everywhere is facing the challenges from Japan business. This study is based on the 
success story of Japanese stores in HK. By comparative studies between Japanese 
department stores and other practitioners in the industry, the strength and weaknesses of 
both parties can be discerned. In fact, the weaknesses of a party is the comparative 
strengths of others in the competitive environment and vice versa. The writer hopes to 
highlight some general characteristics of Japanese challenges to international competitors 
and generate insights to fight against the challenges. 
Limitations of Study 
1. According to the classification of department stores adopted by Japan, the industry 
is divided by chain stores and metropolitan stores. The former is located in densely 
populated areas which are not the major commercial and shopping areas. The chain 
stores sell daily necessities other than department store goods such as vegetables, meat, 
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medicine and a great portion of space is allocated for supermarket. Although there arc 
strategic differences between the two store categories, they possess some general 
characteristics such as large shopping areas, stress on one-stop shopping, wide range of 
merchandise assortment. In addition, the population of Hong Kong is very concentrated 
and the chain stores possess similar character as the metropolitan type. Thus, in this 
research, no distinction is made between the chain stores and metropolitan stores. 
2. Owing to resource constraint, only 120 questionnaires were completed for the 
consumer survey. The number of upper income respondents is rather small and the 
consumer survey findings may be somewhat biased. However, since the main target 
segment of Japanese stores is the middle rather than the upper class, the research findings 
are still valid. 
3. A questionnaire was sent to each of the nine Japanese department stores but only 
three of them sent back the questionnaire. Together with the interviews with Daimaru 
and Sogo, there are five questionnaires completed. Although the percentage of Japanese 
stores which filled out the questionnaire is high, the absolute number is small. In order 
to have a comprehensive study on the marketing strategies of Japanese stores, literature 
review was used to support the research. 
Summary 
Since the 1980s, the Japanese department stores are steadily becoming dominant in 
the industry. Their entrance into Hong Kong can be explained by a pushing force in 
Japan and a drawing force of Hong Kong. Although their number of outlets is rather 
small, they account for a great and increasing market share. Their success is a 
transparent fact. Some general explanation to account for their success include good 
sales service, wide merchandise mix, understanding of consumer need, professional 
management and being reformative.^ However, in order to improve the standard of the 
department store industry and promote the competitive strengths of practitioners, it is 
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necessary to study the market environment and the strategies of Japanese stores 
systematically. This study aims at providing a comprehensive understanding from both 
the point of view of department store undertakers and shoppers. 
References 
1. Steven Knipp," Hong Kong Retail War : The Japanese Set the Pace," Hong Kong 
Business Today. July 1985，pl2. 
2. Next Magazine. Complimentary Copy, March 1990, p. 38 
3. Japan Digest No. 21, October 1987, p.62-63. 
4. Japan Digest No. 34, November 1988, p.87. 
5. Hong Kong Business Today. July 1985, p.13-15. 
6. Economic Reporter. No. 2034 (August 1987) p.5. 
7. Honi? Kong Business Today. Tiily p 19 ‘ 





This chapter outlines the general market environment of the department store 
industry. The study is divided into two parts. The first part highlights the differences 
between various store categories and the second part will analyze the market potential by 
examining the income trend and tourist expenses. For an introductory purpose, the next 
section will highlight some comments from major practitioners in the industry. 
Opinions by Department Store Practitioners 
The following quotations aptly illustrate the differences between local and Japanese 
stores, the consumption pattern trend and the distinct competency of Japanese stores. 
1. Daniel Koo - Chairman of the IIK Retail Management Association : 
"One of the weak points of many Hong Kong department stores is that they are 
being operated as though they were still small family-operated stores as if Hong 
Kong is a small city where customers knew the store owners personally and visited 
stores on the basis of friendship."^ That is the old history. Today customers want 
value for money and good services. 
2. Shoji Hiraide - Managing Director of Mitsukoshi : 
The local retail business is changing from being volume-based to the 
second stage and third stage of specialization. On the one hand, Hong 
Kong consumers now have more disposable income, but they have also 
become more selective and discerning in buying, a point apparently 
missed by many Chinese retailers, but well taken by Japanese. The 
Japanese stores stress not only on high quality products but also 
presentation, polite service and regular promotions. We don't think of 
Mitsukoshi as only a department store, but also more of an entertainment 
centre.^ 
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3. Murakami Iwao - Managing Director of Uny : 
"The market environment of Hong Kong is changing rapidly in the reccnt years. 
The department store industry is approaching diversification, advancement of 
product quality and store image in order to survive."^ 
4 • T. Maezanea - Managing Director of Matsuzakaya : 
"The strengths of Japanese department stores include professional management, 
efficient inventory control and organization.丨丨4 
5. Zensuke Yamada - Managing Director of Yaohan : 
"We work hard to train our people to 'be of one heart' with customers. Every 
morning we repeat to our staff the need to treat customers with politeness."^ 
The above quotations provide a basic idea on the market environment and the next 
section will study the store categories in Hong Kong. 
Store Categories 
Department stores are large retail institutions that offer a great variety of 
merchandise lines and are organized by departments."^ They can be classified by their 
origin of capital sources as follows : 
1. Mainland Chinese Department Stores 
They are located nearly everywhere, including main shopping and commercial areas 
like Causeway Bay, Mongkok and Tsimshatsui and residential areas in both the urban 
and New Territories. The merchandises comes mainly from mainland China and 
maintain two clear images. Firstly, they are low price warehouses, selling basic 
necessities, such as foodstuffs and housewares for the lower and lower middle income 
group. (Emporium selling mainly sculptures and paintings and targeted at the tourists are 
not classified as department stores according to the above definition). Secondly in terms 
of promotion, they stress on functional characteristics of merchandises instead of style 
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and fashion. The product displays and layouts lack color and innovation? They do not 
consider salesmen service and training as critical to attract the low end target customers. 
Because of their inability to adapt to the current marketing environment and the ever 
increasing quality and service demanded by shoppers, their numbers are decreasing. 
2. Local Chinese Department Stores 
They are owned by local Chinese capital. Wing On, Shui Hing and Sincere are 
» 
most representative. Most of them are found in shopping and commercial districts. 
Though they sell more or less the same merchandise as mainland Chinese stores, their 
goods are of different origin and of higher quality. These stores have long history in 
Hong Kong and are well known to the public. They serve mainly the middle class. 
3. European Department stores 
All of them are located in the main tourist shopping areas. We can seldom find 
them in shopping area for local people such as Mongkok. Their number is rather small 
compared with the above two categories since they target at the middle upper and upper 
income group and tourists with high purchasing power. Many of them are well 
established with long history in Hong Kong. Dragon Seeds and Lane Crawford are 
representative of them. 
4. Japanese Departmen t S tores 
They are located in both major shopping and residential areas in order to attract 
shoppers from everywhere in the city and also provide convenient shopping for residents 
in a specific areas. Sogo, Mitsukoshi and Daimani are typical for the former while Uny, 
Yaohan and Jusco are representative of the latter type. Their target customers range from 
middle and upper middle. They emphasize on the younger generation to which Japanese 
products are most appealing. Japanese stores, unlike the early comers in 1960s' and 70s, 
sell mainly Japan made merchandise. Nowadays, only some 20% of their products are 
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Japan made. They are usually identified by their attractive merchandise layout and 
packaging, comfortable shopping atmosphere, huge size and great assortment and they 
stress on one-stop shopping concept. It means that shoppers can spend a whole 
afternoon in one store for purchases and leisure. In addition to the above, they stress on 
salesmen service and training. 
Market Environment of the Retail and Department Store Industry 
Basically, the sales volume of department stores depends mainly on the purchasing 
power, economic performance, number of overseas visitors and real wage increase. For 
instance, the economic difficulty in 1985 resulted in poor performance of the department 
store industry and some large department stores were forced to close down.8 The 
following section will study the sales volume trend of the retail and department store 
industry, purchasing power and the tourist industry. 
Retail Sales Index 
The retail sales volume has been increasing in the past few years. Table 2.1 
below illustrates the growth trend of the total retail industry and department stores. 
TABLE 2.1 
SALES INDEXES FOR RETAIL & DEPARTMENT STORES 
(Monthly average of Oct 84 - Sept 85 = 100) 
All Retail Trades Department Stores 
Year Value Volume Value Volume 
1984 98 99 96 96 
1985 101 101 102 101 
1986 107 103 106 110 
1987 125 113 137 120 
1988 152 126 190 152 
1989(first 9 months) 158 124 201 151 
Source : Hong Kong Monthly Digest of Statistics. November 1989. 
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From Table 2.1 above, we learn that in the past 6 years, the retail trades increased 
19% in value and 25% in volume. With regards to the department store sales, it 
increased 110% and 57% in value and volume respectively as tabulated from the sales 
index of 1984 and 1989. It is obvious that the department store trades increased more 
rapidly than the overall retail sales in both value and volume. In addition, the value 
index/volume index of department store trades in 1989 (ie.201/151 = 1.331) was greater 
than that for the overall retail trades(ie. 158/124 = 1.274). It implies that there is a greater 
price increase in department store than the average retail sales. Together with the fact that 
the sales volume increase for department store is greater than that for the average retail 
sales, we can conclude that people entering department stores are willing to pay higher 
price than before. To explain the above consumption trend, we will explore the 
purchasing power in the next section. 
Purchasing Power 
The purchasing power is directly proportional to people's real income. In Table 2.2 




Wage Index (Monthly average of March 1982 = 100) 
Year/month Real Wage Index Nominal Wage Index 
1982/March 100 100 
1987/June 106.5 144.7 
1988/June 109.4 152.6 
1989/Jiine 112.5 167.8 
Source : Hong Kong Monthly Digest of Statistics. November 1989 
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The real wage increase within the two year period from 1987 to 1989 was 3.6% 
which approximates to the 6.5% increase for the 5 year period form 1982 to 87. In fact, 
the real wage increase in the last two years as illustrated from Tabic 2.2 is very 
conservative because of the prevalence of part-time employment and overtime work due 
to the tight labour supply. In Table 2.3 below, the low unemployment and 
underemployment rates imply the prevalence of part-time employment and overtime work 
which mean that the real income growth is much greater than the figures shown in Table 
2.2 above. 
TABLE 2.3 
UNEMPLOYMENT AND UNDEREMPLOYMENT 
Year Unemployment Rate Underemployment Rate 
1983 4.5% 1.9% 
1984 3.9% 1.1% -
1985 3.2% 1.9% 
1986 2.8% 1.7% 
1987 1.7% 1.0% 
1988 1.4% 0.7% 
1989 1.2% 0.6% 
Source : Hpng Kong Monthly Digest of Statistics. November 1989. 
It IS clear from the above that the unemployment and underemployment rate have 
been decreasing and currently, the labour market in Hong Kong has reached a saturation 
level. A great portion of full-time employees has part-time employment also. In the 
meantime, the proportion of manufacturing undertakers has been decreasing as more and 
more production are moving into South China. The real wage increase for the service 
industry has been much higher than that in the manufacturing industry. In other words, 
in the past few years, although the overall real wage increase has not been very rapid, 
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there is a sharp income rise for the service sector which accounts for 78% of the labour 
force. It implies that in the past few years, there is a sharp increase of middle class, 
which is the target customers of most local and Japanese department stores. It creates a 
favorable market environment for the department store industry. 
Tourist Industry 
The prosperity of tourist industry has a direct impact on the department stores 
located in tourist shopping areas. For instance, fifty percent of the sales volume of Isetan 
Department Store is generated from tourists.^ In 1988，tourist expenditure constituted 
32% of the total retail sales in Hong Kong. The total number of visitors has been 
increasing from 1986's 3.37 millions to 1988’s 5.59 millions. In order to depict the 
whole picture of the department store industry, let us take a look at the growth of tourist 
expenditure from 1986-1988 in Table 2.4 below. 
TABLE 2.4 . 
TOURIST EXPENDITURE AND LENGTH OF STAY IN HK 
Per capita spending in HK dollars (number of nights in HK) 
iA^  US trail h/ 
Year Japan S.E. Asia USA West Europe New Zealand 
1986 4,968(2.72) 4,179(3.57) 5,304(3.49) 3,937(3.65) 5,592(5.02) 
1987 6,796(2.83) 4,401(3.6) 5,965(3.79) 5,021(3.75) 5,882(4.91) 
1988 7,376(2.74) 4,620(3.75) 6,991(3.81) 5,393(3.91) 6,705(5.2) 
1989 8,260(2.96) 6,080(3.91) 6,937(3.86) 6,390(4.0) 8,653(5.3) 
Total spending of visitors by origin(in millions of HK dollars) 
1986 3,613 3,073 4,259 2,258 1,700 
1987 7,024 3,465 5,309 3,456 1,736 
1988 9,149 3,656 5,937 4,208 2,030 
Source : Hong Kong Tourist Association Annual reports. 1986-88 
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From Table 2.4 above, the total expenditure of tourists increased from 17,244 
million dollars to 32,496 millions in the two-year period, which was an 88% increase. 
Even discounting their expenditure in accommodation, transportation and food, visitors' 
shopping potential is very great. In particular, the total spending of Japanese visitors 
increased 253%. However, their length of stay in Hong Kong was the shortest although 
their per capita expense was the highest. It implies that much of their spending was used 
in purchases as their hotel expenses were expected to be lower due to the short period of 
stay. It is obvious from the abo乂e analysis that the number and total expenditure of 
overseas visitors has been increasing sharply, especially for the Japanese tourists. It 
provides a very promising environment for the department store industry, particularly for 
the Japanese stores. 
Summary . 
The department stores in Hong Kong can be classified in accordance with their 
origin of capital, namely, mainland Chinese, local Chinese, European and Japanese. 
They possess different marketing strategies, target segment, location and merchandise 
mix. A review of the market environment shows that people are increasingly willing to 
spend more money in department stores. Consumers are less cost conscious as their real 
income has been rapidly increasing due to the tight labour supply and the sharp wage 
increases in the service industry. In addition, the number of visitors and their 
expenditure have been increasing, particularly for the Japanese tourists, which again 
stimulate the prosperity of the department store industry. 
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This chapter is concerned with details of the methodology used in the research 
design. Questionnaire design and the rationale behind the questions in the two 
questionnaires will be explained. Finally, the procedure of data collection is given. 
Approach of Study 
The study is an exploratory one, aimed at understanding the basic marketing 
strategies adopted by Japanese department stores, consumers' criteria for selecting stores 
and their perception of Japanese stores. The first task was to obtain some knowledge on 
the general characteristics of Japanese stores and shoppers' values. This was done by 
collecting secondary data, including academic studies on retailing and department store 
industry in books and journals. In addition, primary data were collected by interviewing 
the management of two Japanese stores - Sogo and Daimaru. Together with literature 
review on Mitsukoshi, Tokyii and Yaohan, a questionnaire (Appendix 1) was set and 
sent to the managing directors of all Japanese department stores in order to obtain first 
hand information on their marketing strategies. Another questionnaire (Appendix 2) was 




Questionnaire for Japanese Stores (Appendix 1) 
The questionnaire is divided into twelve sections (A to L) as follows : 
A. Background information of the store 
Information on store size, years of establishment, business hours and staff number 
are gathered in the section. 
B. Merchandise provided and pricing 
Japanese stores have often been characterized by their large shopping areas and 
great merchandise assortment. They stress on the one-stop shopping concept and 
perceive department store to function as somewhere to enhance living quality.! As a 
result，they provide not only merchandise but also services not offered by traditional 
department store undertakers such as restaurants and exhibition hall. On the other hand, 
due to the appreciation of Yen, the proportion of goods in terms of country of origin have 
changed from the dominance of Japan made products in 1960s and 1970s.2 This section 
will also explore the country distribution of their products. 
C/D/E. Perception of the functions of department stores, origin of purchasing 
impulse and image building 
In order to elaborate the marketing strategies of Japanese stores, we must take a 
look on what they think a department store is. Some department stores consider 
themselves as somewhere 7 f o r people to purchase goods they need. This functional 
conception of department stores is widely adopted by mainland Chinese department 
stores. However, some people may regard walking through a shopping area as a 
pleasant alternative form to spend their leisure and keep oneself updated on product trend. 
The questionnaire sections ask for store slogan and targeted image, if any, with a view to 
distinguishing their market positioning. Another question is asked to get how Japanese 
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stores perceive the timing when purchasing impulse arises. If purchasing impulse is 
generated mainly after shoppers enter the store, marketing strategics should stress on 
merchandise layout, shopping atmosphere, packaging and salesmen services in order to 
stimulate shoppers' purchasing need after they have entered the store. On the other hand, 
if shoppers know exactly what they want to buy and the amount of money lo spend 
before entering the store, marketing strategies should emphasize on pricing and 
merchandise mix. Finally, the questionnaire section asked how importance Japanese 
stores perceive of image which is often considered to be critical to success as retailers can 
generate purchasing impulse and stimulate frequent visits of shoppers by reducing their 
dissonance and other forms of tension through an appropriate store image.3 
F. Researches carried out by Japanese stores 
One major reason accounting for the success of Japanese stores is their 
professionalism. For instance, Sogo, when they first came in 1985, their main target 
customers were the middle upper income group. However, having found that the 
segment constituted only 10% of the market, they changed the target to include middle 
lower and middle income group and sales volume increased as a result. Indeed, in order 
to materialize the marketing concept, a store must conduct researches and evaluate the 
marketing functions."^ Marketing researches link the organization with the environment 
by specifying, gathering, analyzing and interpreting of information to help management 
identify problems and opportunities, and develop alternative courses of action.^ This 
section will elicit whether Japanese stores, in general, carry out regular researches on the 
market environment or not. 
G. Salesman's qualifications and training 
One distinct strength of Japanese stores is their emphasise on salespeople's services 
to customers. They perceive customers to be the king. For instance, Mitsukoshi 
I 香 港 中 文 大 學 圓 當 馆 藏 當 j 
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provides educational program to improve salespeople's scrvice and Yaohan repeats every 
morning to its staff the need to treat customers with respect and politeness, 
H/I/J/K. Promotion & consignment strategies, pricing and target segment 
Promotion strategies are the direct determinant contribiitive to success, or failure. 
In section H, tactics used by Japanese stores are elaborated. Another distinct character of 
Japanese stores is the great portion of shopping areas being rented out as consignment 
counters. For instance, 60% of shopping areas of Sogo and Mitsukoshi are consigned 
out. It is interesting to study how Japanese store control the consignment counters in 
order to preserve a consistent store image. Finally, pricing and target market segment are 
closely related which also have great impact on the promotion strategies adopted. The 
findings in this section will be pursued together with the consumer survey results in 
detail. 
L. Competitive strength of Japanese stores over competitors • 
This section will generate the main competitors identified by Japanese stores and 
how they perceive their strengths over competitors. Again, this will be studied in depth 
together with consumer survey results which can highlight the positioning of Japanese 
stores from the view point of shoppers. 
Questionnaire for Consumer Survey (Appendix 2) 
Altogether, the questionnaire is divided into 21 questions/parts as follows : 
Question 1-7 : This part gather information on consumers' preference on stores. 
Researchers find that eight of the most frequently used attributes to evaluate a store include 
price, merchandise mix, physical characteristics, sales promotion, advertising, 
convenience, service and sales personnel? The first eight items in question 3 cover most 
of the abt)ve mentioned attributes to evaluate a store, namely salesmen service, store 
decoration, shopping atmosphere, price, store image, convenient location, product quality 
and assortment. Four additional items which characterize Japanese stores are also included 
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to sec how consumers position their importance. The 4 items are large store size, 
provision of food and beverage, lucky draw and gift giving as promotion ladies. Question 
4 ask respondents to rank Japanese stores in each of the first 8 areas asked in question 3 in 
order to get consumers' perception on Japanese stores. A multiattribute model developed 
by Takarzyk and Moinpour is used to tabulate the score (details will be explained in 
Chapter 4 on research findings).^ Question 5 to 7 elicit information on the impact of 
advertising on shoppers and their importance in various media. 
Questions 8 : It is interesting to pursue on whether shoppers have an exact idea on the 
merchandise they want to buy and their budget before entering a store. If the answer is 
positive, product assortment, pricing and quality should be the main focus to generate 
sales; otherwise, packaging, product layout, shopping atmosphere and salesmen service 
will be emphasized. 
Question 9 -10 : Question 9 ask for the product categories that shoppers spend most of 
their money. The finding can contribute to store to design an appropriate merchandise 
mix for different segments. On the other hand, since many Japanese stores consider 
themselves as somewhere to spend their leisure and improve life quality, they provide 
supporting services other than just merchandise found in department stores. It is 
illustrated from some store slogan. Sogo's slogan is 'everything that makes life better, 
and Tokyu's is 'meeting at the seaside, go together to Tokyu'.^ Similarly, Mitsukoshi 
considers itself not only as a department store, but also an entertainment centre. A 
consumer goes to the store to get amusement J ^ On the basis of the above store concept, 
question 10 will research on whether the services provided by Japanese stores are 
appreciated by shoppers. 
Question 11-12 : The 2 questions would give insights on pricing strategies by figuring 
out how shoppers perceive price and quality in making purchasing decisions. 
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Question 13-14 ： The two open-end questions are expectcd to identify the main strengths 
and weaknesses pcrceived by shoppers on Japanese stores. 
Question 15-21 : The 7 questions gather background information on respondents with 
regards to their shopping frequency, age, sex, marital, social and economic status. The 
writer expect a close correlation between shoppers' background and their answers in the 
first parts of the questionnaire as people of the same social class tend to hold similar 
attitudes and interests. They are inclined to behave in much the same manner in shopping 
situations, u 
Sampling and Data Collection 
Questionnaires were addressed to the Managing Director of each Japanese store 
with a stamped self-addressed envelope. They were followed up by telephone to obtain a 
high response rate. In addition, personal interviews were held with managers at Daimaru 
and Sogo.l2 The questionnaires on consumer shopping behavior were administered by 
the author through personal interviews of judgemental samples of consumers contacted in 
the commercial and shopping centres of Tsimshatsui, Mongkok and Causeway Bay. One 
hundred and twenty questionnaires were completed. As women are always the main 
target customers of department stores, 86% of the respondents were female. Since most 
people in Hong Kong can finish form five at the age of 17，only those over 17 were 
asked to participate in the survey as they were expected to have independent purchasing 
power. In addition, the age group from 20 to 40 constitutes 40% of the population; they 
are economically active and are described as no-savings generation which are eager to 
spend money and willing to try new things. This age contributes to 60% of the sales 
volume of Japanese department stores.^^ Thus, they were the target respondents of the 
survey. 
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The researchcr tried to visually control the age and sex distribution. In addition, the 
survey was conducted in different districts in order to rcdiicc biases and ensure ihai 
respondents were widely distributed with respect to social class. For instance, 
respondents in Tsimshatsui have a higher average income than those in Mongkok. Each 
interview lasted for about six minutes. They were done in large shopping malls to ensure 
that a great proportion of the respondents were shoppers or the target segment of the 
study. The interviews were conducted in both weekends and weekdays to elicit data from 
both working class women and housewives. By the above techniques, the respondents 
were expected to be reasonably representative of the main shoppers of department stores. 
Summary 
Before designing the questionnaires, the researcher gathered primary and secondary 
information on the major criteria for people to evaluate department stores and the distinct 
characteristics of Japanese stores. Afterwards, one questionnaire was prepared and sent 
to the management of all Japanese stores in Hong Kong and another questionnaire was 
set for a consumer survey administered by the writer on 120 respondents who were 
carefully selected in shopping malls in different districts at different times. Females aged 
between 17-40 were the target respondents. Attempt was made to obtain respondents 
judged to be regular department store customers and likely to have widely distributed 
social and economic backgrounds. 
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The research findings are composed of the strategies of Japanese department stores 
as found out from the questionnaires filled out by Japanese stores and the shoppers' 
consumption pattern explored from the 120 respondents. However, the two parts are 
closely related. The researcher wants to elaborate how and to what extent the strategies 
of Japanese stores match with the consumer behavior. The findings from the two 
questionnaires are analyzed together. 
I 
Background Information of Respondents 
Sex Distribution 
The number of female respondents is far more than male as shown in Table 4.1 
below. The distribution is consciously controlled in such way as females are the target 
customers of nearly all department stores. In addition, their frequency of visiting 
department store far exceeds that of male. For these reasons, analysis on consumer 
survey findings will concentrate on female respondents. 
TABLE 4.1 
SEX DISTRIBUTION OF RESPONDENTS 
Male Female Total 
Number (%) 17(14.2%) 103(85.8%) 120 
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Marital Status 
The number of single and married respondents arc evenly distributed as shown in 
Table 4.2. 
TABLE 4.2 
MARITAL STATUS OF RESPONDENTS 
Male Female 
Single Married Single Married 
Number (%) 7(41.2%) 10(58.8%) 54(52.4%) 49(47.6%) 
Education Level 
The overall education level of the respondents is above the average of the 
population. As given in Table 4.3，thirty-one and forty-one percents of the female and 
male respondents possess tertiary education level respectively . 
TABLE 4.3 
EDUCATION LEVEL OF RESPONDNETS 
Primary Form 1-3 Form 4-5 Matriculated Tertiary 
Sex and below 
Female 1(1%) 4(3.9%) 38(36.9%) 28(27.2%) 32(31.1%) 
Male 1(5.9%) 1(5.9%) 7(42.1%) 1(5.9%) 7(41.2%) 
As found from the five questionnaires completed by Japanese stores, most of them 
target at the middle and middle upper income groups which usually receive higher 
education than average, it is justified to have respondents possessing higher education 
level in order to explore the consumer behavior of the target segment of Japanese stores. 
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Income Distribution 
From Table 4.4， more respondents belong to the lower income group. Findings 
of the five Japanese stores and literature review illustrate that the target income group of 
Japanese stores are widely distributed from $7,000 to over $20,000 although the middle 
and middle upper class with individual income between $7,000 and $17,000 are the 
major target. For instance, only a small proportion of shopping areas is allocated to high 
price luxuries in Sogo and Daimarii. As a result, the income distribution of the 120 
respondents is representative of the target segment of Japanese stores although it is a bit 
biased towards those making less than $10,000 a month. 
TABLE 4.4 
INCOME DISTRIBUTION OF RESPONDENTS 
Income (HK$/month) Male Female 
<5,000 1 (5.9%) 20(19,4%) 
5,000-6,999 3(17.6%) 25(24.3%) 
7,000-9,999 3(17.6%) 19(18.4%) 
10,000-12,999 4(23.5%) 13(12.6%) 
13,000-16,999 1(5.9%) 10(9.7%) 
17,000-20,000 1(5.9%) 8(7.8%) 
Above 20,000 4(23.5%) 8(7.8%) 
Age Distribution 
Three of the the five Japanese stores indicated that their target age group is 15-35. 
The other two stores target at those age from 15-45 and 26-45. Obviously, they focus on 
the youngsters and young couple. The age distribution of the respondents in Table 4.5 
closely matches with the target segment of Japanese stores as more than eighty percents 
of the respondents are aged between 21-35. 
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TABLE 4.5 
AGE DISTRIBUTION OF RESPONDENTS 
Age 17-20 21-25 26-30 31-35 36-40 41-45 above 45 
Female 4.9% 26.2% 32% 25.2% 9.7% 1.9% 0 
Male 0 17.6% 17.6% 35.3% 17.6% 11.8% 0 
Correlation Between Different Attributes of Respondents 
Close relationship between the various background information are found for the 
respondents as follows : 
- T h e proportion of married respondents increases steadily with income. 
\ 
V 
-Higher income groups possess higher education level. 
-Income of respondents increases with their age. 
In other words, income is the dominant factor affecting the respondents' 
backgrounds. In fact, the most critical criteria for Japanese department stores to define 
target customers are age and income which are used to define target segments for all the 
five Japanese stores studied; education is used by two of them only. Thus, all the five 
Japanese stores have carried out researches in the last three years on income distribution 
of the population while four of them have researched on the demographic distribution. 
As income is emphasized by Japanese stores to define target segments and has a great 
impact on the other factors including age, education and marital status of shoppers, the 
relation between income and consumer behavior will be studied in the rest of the Chapter. 
Criteria for Shoppers to Choose Department Stores 
The respondents were asked to indicate the importance of 12 factors in the 4-point 
scale (’4' being most important). Their choice in the 4-point scale is directly transferred 
into a scoring system. Selection '1' gets one point and '2' gets two points, and so on. 
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An overall score for each incomc group for each attribute is tabulated in Tabic 4.6 (the 
number in blanket represents the rank of importance). 
TABLE 4.6 
IMPORTANCE OF ATTRIBUTES TO SELECT STORES (FEMALE) 
Incomc($) <5,000 5,000- 7,000- 10,000- 13,000- 17,000- Above Overall 
Attributes 6,999 9,999 12,999 16,999 20,000 20,000 
Salesmen scrvicc 3.2(4) 2.92(6) 3.16(6) 3.38(6) 3.3(2) 3.62(1) 3.88(1) 3.26(6) 
Store dccoration 2.75(8) 2.88(7) 2.79(7) 2.92(8) 3.1(6) 2.62(9) 3.0(7) 2.85(7) 
Shopping 3.2(4) 3.08(5) 3.32(3) 3.54(4) 3.3(2) 3.53(3) 3.38(5) 3.29(5) 
Almosphcrc 
Reasonable pricc 3.3(3) 3.32(3) 3.42(2) 3.62(2) 3.1(6) 2.88(6) 3.5(3) 3.33(4) 
Store image 2.4(9) 2.48(9) 2.74(8) 3.15(7) 2.5(9) 2.88(6) 2.63(9) 2.72(8) 
Convenient location 3.15(6) 3.24(4) 3.32(3) 3.54(4) 3.49(1) 3.5(3) ^63(2) 3.35(3) 
Product quality 3.45(1) 3.6(1) 3.58(1) 3.7(1) 3.3(2) 3.38(5) 3.5(3) 3.53(1) 
Prcxlucl Assorlment 3.35(2) 3.52(2) 3.21(5) 3.62(2) 3.3(2) 3.62(1) 3.38(5) 3.42(2) 
Large store size 2.8(7) 2.72(8) 2.58(9) 2.46(9) 2.6(8) 2.88(6) 3.0(7) 2.16(9) 
Coffee shops/rcstauranLs 2.0(10) 1.96(10)1.95(10) 2.15(10) 2.0(10) 1.88(10) 1.75(10) 1.97(10) 
Lucky draw 1.35(12) 1.44(12)1.37(12) 1.31(12) 1.3(12) 1.5(11) 1.13(11) 1.36(12) 
Gift giving 1.45(11) 1.64(11)1.58(11) 1.54(11) 1.5(11) 1.38(12) 1.13(11) 1.51(11) 
On the whole, major consideration for shoppers to choose a department store are 
product quality and assortment with an average score of 3.53 and 3.42 respectively. 
Convenient location, reasonable price, salesmen service and shopping atmosphere are 
significant also. Store image, decoration and size are of moderate importance while 
coffee shops/restaurants, lucky draw and gift giving have very minor effects on 
shoppers' store selection. It illustrates that the attributes of the merchandise, together 
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with convcnicnce, salespeople's scrvicc and comfortable shopping atmosphere account 
for consumers' choicc. Shoppers nowadays are increasingly quality demanding as cost 
consciousness is decreasing. Also, the above findings strengthen the questionnaire 
design that only the first eight items are included in question 3 regarding shoppers' 
opinions on Japanese stores as the items are most critical. 
Although store image is not considered to be critical by respondents, four of the 
five Japanese stores studied perceive store image to be important and actively mould a 
distinct image. For instance, Mitsukoshi tries to build up an upper class store image for 
mauire women. Tokyu shapes an energetic and fancy image which is most appealing to 
youngsters. Yaohan has established an image to serve people of all age and income. On 
the other hand, beverage and food are provided in coffee shops and fast food restaurants 
in four of the five Japanese stores under research. However, they are not considered to 
be important by shoppers. In addition, gift giving and lucky draws are regularly used by 
Japanese stores to promote sales. The five stores reported a total of nine and eleven times 
of gift giving and lucky draw in 1989. However, from Table 4.6，the two methods are 
ineffective to attract customers. The above illustrates the discrepancies between the 
consumer value and the strategies of Japanese stores. Further insights regarding the 
major factors affecting the store selection of different income groups include the 
following : 
- T h e upper income groups earning more than $17,000 a month consider salespeople's 
service much more important than the other groups. 
- T h e importance of store decoration, shopping atmosphere, store image, coffee 
shops/restaurants, lucky draw and gift giving are very consistent between different 
income groups. 
- T h e factor of 丨reasonable price' is more important for those earning less than $13,000 
a month. 
- U p p e r income groups rank convenient location more important than others. 
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- T h e importance of merchandise assortment varies rather significantly between different 
groups.(rank ’1" for $ 17,000-20,()()() to rank '5' for $7,()()()-9,999 and above 
$20,000). However, in terms of score value, assortment is important for all groups. 
- I t is interesting to find that the top two income groups rank product quality less 
important than other groups among all store attributes. 
In general, those earning less arc more price conscious and the upper income 
groups are more service demanding. Although the top two income groups rank quality 
less important than other groups for all attributes, the nominal score of the top two 
income group on quality remains very high - 3.43 and 3.50 for $17,000-20,000 and 
above $20,000 respectively. The scores are just marginally less than that of the other 
income group. It is concluded that the ranking on quality by the top income groups is 
lowered because of their especially high weights given to salesmen service and 
convenient location. 
With respect to the five Japanese stores under studies, the major competitive focus 
are service and quality which are considered to be critical by shoppers. Four of them 
indicated that store image is important and they are actively moulding a store image to 
match the target customers. Four of them have a store slogan to promote their store 
image. However, from the shoppers' point of view in Table 4.6，store image is not 
significant in their store selection. Finally, only two of the five stores mentioned price as 
their main competitive focus. Indeed, Mitsukoshi agrees that product quality, fashion 
and price are important factors. However, when there is conflict between the first two 
items and price, the former is given more emphasis as shoppers are more quality and 
fashion demanding.i We will see the from the next section that unreasonable high price is 
the major defect of Japanese stores. 
� 
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Shoppers' Qninions on Japanese Department Stores 
After analyzing the criteria for shoppers to choose store, let us take a look at how they 
perceive Japanese stores with respect to the first eight items in Table 4.6. In order lo 
generate an overall score of the respondents on Japanese stores, the model developed by 
Talarzyk and Moinpour is adopted with adjustment. The formula of the original model is 
as follows 2 ： 
A = f W i B i 
i=l 
where A is the overall attitude towards retail outlet for each respondent 
n is the number of attributed considered 
Wi is the weight or importance of retail outlet attribute i 
Bi is the evaluative aspect with respect to attribute i of the retail outlet 
In this study, A is the the shoppers' attitude towards Japanese department stores 
Wi is the importance or score of the eight attributes studied 
Bi is the score of the eight attributes for Japanese stores 
From the above formula, a positive attitude on Japanese stores can be attributed to 
either a high score in Wi or Bi. For instance, an score of 8 can be a result of Wi equals 
two and Bi equals four or vice versa. However, the two situations mean very different 
things. Since the primary focus of the research is to highlight respondents' attitude on 
Japanese stores, the above formula is adjusted to give greater weight to the components 








The formula for the average score of a group of respondents with similar background on 




where m is the number of respondents in the group with similar background 
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The above formula depicts the overall attitude on Japanese stores for respondents in 
each group. In order to illustrate the attitude on each store attribute for respondents with 





where Wj is the weight of member j in the group on the attribute 
Bj is the weight of member j in the group on Japanese stores for the attribute 
m is the number of members in the group 
On the basis of the above formula, the score of each income group among the 
female respondents on Japanese stores in the eight attributes are tabulated in Table 4.7. 
TABLE 4.7 
RESPONDENTS' ATTITUDE ON JAPANESE STORES (FEMALE) 
Incomc($) <5,000 5,000- 7 , 0 0 0 - � 0 ’ 0 0 0 - 13,000- 17,000- Above Overall 
Attribmcs 6,999 9,999 12,999 16,999 20,000 20,000 
Salesmen scrvicc 2.72 2.99 3.13 3.39 3.15 3.24 3.03 3.05 
Store dccoralion 2.96 3.01 3.34 3.18 3.35 3.0 3.21 3.14 
Shopping 2.89 3.31 3.14 3.35 3.36 3.46 2.89 3.14 
Atmosphere 
Reasonable pricc 1.91 2.63 2.65 2.74 2.61 2.43 2.36 2.30 
Store image 2.71 3.15 2.92 2.98 2.96 3.04 2.43 2.84 
Convenient location 3.02 3.41 3.40 3.41 3.34 4.0 3.62 3.45 
Product quality 2.96 3.36 3.10 3.15 3.10 2.88 2.61 2.95 
Product variety 3.52 3.55 3.41 3.42 3.64 3.45 3.44 3.44 
Average 2.82 3.17 3.14 3.25 3.25 3.21 3.01 3.11 
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Overall Impression of Respondents on Japanese Stores 
The overall grand total score of Japanese stores among female respondents is 3.11. 
In a 4-point scale where the highest score is 4, a 3.11 overall average indicates that 
shoppers have a good overall impression on Japanese stores. Among the eight attributes, 
Japanese stores obtain very high score in convenient location, and merchandise 
assortment. We find that most Japanese stores are located adjacent to mass transportation 
systems such as Mass Transit Railway(MTR) and Kowloon-Canton Railway(KCR). In 
addition, another major characteristics of Japanese stores is their large shopping areas 
which equip them with a built-in advantage of great merchandise assortment. However, 
the greatest defect of Japanese stores are unreasonable price and low product quality, 
which are significant for shoppers to choose a store as indicated in the previous section. 
In other words, although Japanese stores have an overall good impression among 
shoppers, they have some big problems with regards to price and product quality. 
Differences in Impression Between Income Groups on Japanese Stores 
When we pursue indepth into the differences between various income groups on the 
overall impression of Japanese stores, we find that the scores increase from 2.82 for 
those earning less than $5,000 a month and reach a maximum of 3.25 for income groups 
$7,000-9,999 and $10,000-12,999. Afterwards, the score decreases to 3.01 for those 
making more than $20，000 a month. It indicates that Japanese stores are most appealing 
to the middle and middle upper income group earning $10,000-17,000, which are the 
target market segment of Japanese department stores from the store questionnaire 
findings. In other words, Japanese stores are very successful to attract their target 
customers. On the other hand, the lowest income group has low score on salesmen 
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service，price and store image. Many of them find the pricc level of Japanese stores 
unaffordablc. The top two incomc groups also give low scorc lo Japanese stores 
regarding price and quality. As one-third of them shop most often in European stores 
which offer 叩per price and good quality merchandise, it is natural to find that they are 
not satisfied with the product quality in Japanese stores. 
Another interesting finding is that the score decreases slightly from income group 
$5,000-6,999 to $7,000-9,999. It does not match with our expectation as the latter 
group should be more approaching to middle class and have a better impression on 
Japanese stores than the former. The Managing Director of Yaohan Department Store 
provides the answer: As the proportion of income spent on housing is extremely high in 
HK，the entitlement to public housing has a significant impact on the purchasing power. 
As a result, some lower income groups have a higher purchasing power than others 
earning more.^ The income levels of $5,000-6,999 and $7,000-9,999 mark- the division 
point of entitlement for public housing, rendering the former to have higher purchasing 
power than the latter. In fact, later sections of the research also suggest that the 
consumption behavior of the income group $5,000-6,999 is more similar to the middle 
class than those making $7,000-9,999 a month. 
Store Categories that Respondents Shoo Most Oftrn 
We learn from the above that shoppers have a good general impression on Japanese 
stores. However, one weakness of Japanese stores is the small number of outlets and 
short history in Hong Kong. It places the local department stores in an advantageous 
position. This section aims at studying the proportion of different store categories which 




STORE PREFERENCE BY INCOME GROUPS(FEMALE) 
Incomc($) <5,000 5,000- 7,000- 10,000- 13,000- 17,000- Above 
Slorccalcgory 6,999 9,999 12,999 16,999 20,000 20,000 
Local 25% 25% 42.1% 46.2% 40% 25% 12.5% 
PRC 10 3.6 0 0 0 0 0 
Japanese 50 60.7 57.9 53.8 50 50 37.5 
Other overseas stores 0 3.6 0 0 10 25 50 
No prcfcrcncc 15 7.1 0 0 0 0 0 
From the above table, Japanese stores are most often quoted as the stores that 
people shop most often for all income groups except those making more than $20,000 a 
month. It matches with the findings above that the top income groups rank Japanese 
stores lower than the middle class. However, it is interesting to find that half of the those 
earning less than $5,000 reported that they shop most often in Japanese stores although 
their score on Japanese stores is the lowest among all income groups as illustrated in the 
Table 4.7. To explain the results, let us take a look at the age distribution of that income 
group. Two-third of the respondents with income below $5,000 are aged from 17 to 25. 
This age group is most appealing to the 'Japan mania'. In addition, they may visit 
Japanese stores to become trendy instead of buying a lot of medium and high price 
product which they find unaffordable. It is evidenced by the finding that one-third of the 
group spend most of their money in food while visiting department stores. Since many 
Japanese stores offer low price fast Japanese food which cannot be purchased easily 
elsewhere, many youngsters with low income eat in Japanese stores. It explains why the 
low income group often visit Japanese stores though most merchandise are unaffordable 
to them. 
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Oil the whole, Japanese stores arc very succcssfiil to attract their target incornc 
groups although their number of oiillets is relatively small. On the other hand, Tabic 4.8 
also illustrates that the local department stores are main competitors of the Japanese stores 
as more than forty percents of the middle and middle upper class with income $7,000-
17,000 visit local stores most often. In addition, three of the five stores studied 
mentioned that one of their main competitors is local store. Many respondents who 
reported that they visit local stores because of habit and long established relation instead, 
of any distinct attraction. On the other hand, reasons accounting for shoppers to choose 
Japanese stores are much more diversified, including shopping atmosphere, merchandise 
assortment, large shopping area and attractive product layout. As time goes on, it is 
expected that the attraction of local store (i.e. long established relation with shoppers) will 
disappear. 
Attention to Advertisement -
In order to pass message to the customers, it is necessary to study which segment is 
most appealing to advertising and which is the appropriate media. Table 4.9 and 4.10 
give us insights on the appropriateness of various advertising channels to different 
income groups. 
TABLE 4.9 
ATTENTION TO ADVERTISEMENT (FEMALE) 
Incomc($) <5,000 5,000- 7,000- 10,000- 13,000- 17,000- above 
6.999 9,999 12,999 16,999 20,000 20,000 
Advertising scorc 3.25 2.8 2.74 2.85 2.6 2.5 2.5 
The advertising score is directly transferred from respondents' choice in the 4-point 
scale in question 4 of the questionnaire. The higher the score, the less attention is given 
to advertisements. From the above figures, the upper income groups attend to 
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advertisement more than others. However, no incomc group pay much attention to 
advertising as the lowest figure in Tabic 4.9 is 2.5 which represents moderate attention to 
advertisement. Regarding advertising media, respondents were asked to rank the 
importance of different media to get department store messages. The method to calculate 
the score for each media is illustrated in the following example : 
A respondent ranks the importance of media as follows ( T being most important): 
Newspaper:! Magazine: 2 TV : 3 Radio: 4 MTR/KCR : 5 
The score for the five media are: newspaper :3; magazine :2; TV:1; Radio:0; MTR/KCR:0 
Only those media within the first three ranks are given a score. The higher the point, the 
more important is the media. Based on the above criteria, Table 4.10 is tabulated. 
TABLE 4.10 
IMPORTANCE OF DIFFERENT MEDIA (FEMALE) 
Incomc($) <5,000 5,000- 7,000- 10,000- 13,000- 17,000- Above Total 
Media 6,999 9,999 12,999 16,999 20,000 20,000 scorc 
Newspaper 1.35 1.08 1.63 1.0 1.0 1.88 1.63 9.57 
Magazine 0.7 1.4 1.11 2.08 1.4 2.0 1.63 10.32 
TV 1.95 1.48 1.32 1.31 1.3 0.88 0.88 7.17 
Radio 0.15 0.12 0.11 0 0.2 0 0 0.4 
MTR/KCR 1.25 1.4 1.11 0.92 1.1 0.75 1.25 7.78 
Most shoppers get messages of department stores from magazine and newspaper. 
Printed media is particularly important for the income groups earning more than $10,000 
a month. However, television can reach the lower class more easily. Newspaper is very 
effective to reach the top two income groups. For those earning more than $10,000, 
magazine is their major source to get store messages. However, radio has insignificant 
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advertising cffccts while MTR/KCR arouse similar degree of attention for various incornc 
groups. 
All the five stores under study advertised in magazines, newspapers and public 
transportation last year. Two of them used television advertising and only one made use 
of radio. It is concluded that the advertising media chosen by Japanese stores are 
effective to communicate messages to their target segments. Television is seldom used as 
it is very expensive and its effectiveness is not superior to printed media for the middle 
class which is defined by Japanese stores as target customers. 
Comparative Effectiveness Between Advertising and Word of Mouth 
The above section indicates the attention of consumers paid on different media. 
However, compared with word of mouth, the effectiveness of advertising is inferior. On 
average, 77.5 percents of the female respondents informed that word of mouth is more 
important than advertising in their decision to choose department stores. The percentage 
is high among all income group. However, 64.3 percent of male respondents indicated 
that advertising is more important. Since a great portion of female are regular shoppers 
and can share information within peer group, it is easy for them to obtain word of mouth 
on department stores during social gathering. However, males seldom talk on shopping 
experience in social activities so that advertising is more influential to them. As word of 
mouth is very important for female, department stores should not rely much on 
advertising to attract customers. 
Idea on Product to Buy and Amount to Spend Before Entering a Store 
If shoppers have exact idea on the merchandise they want to buy and the budget to 
spend before entering a store, it means that department stores should concentrate efforts 
in stimulating shoppers' purchasing impulse after they have entered the store. Product 
layout and packaging, active sales techniques should be stressed on. Otherwise, great 
merchandise assortment and wide price range for each product category are good enough 
to attract shoppers to get into the store if shoppers have exact idea on products to buy and 
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money to spend. Wc find that four of the five Japanese stores consider purchasing 
impulse is generated mainly after consumers have entered the store. This accounts for 
their stress on product layout, packaging and shopping atmosphere to keep shoppers stay 
ill their stores and motivate their purchasing need. From the consumer survey, the 
picture on whether shoppers have good ideas on products to buy and budget is depicted 
in Table 4.11. 
TABLE 4.11 
IDEA ON PRODUCT TO BUY AND BUDGET 
Incomc($) <5,000 5,000- 7,000- 10,000- 13,000- 17.000- above Female Male 
6,999 9,999 12,999 16,999 20,000 20,000 average 
Idea on product 2.45 2.28 2.32 2.85 2.7 3.13 3.38 2 58 2 06 
to buy 
Idea on budget 2.9 2.8 2.26 2.77 3.1 3.13 3.0 2.79 2.44 
The figures in Table 4.11 is tabulated from the choice of respondents in the 4-point 
scale of question 7. The higher the figure, the less exact the idea on merchandise to buy 
and budget before entering a store. Overall, respondents have better idea on the items to 
buy than budget to spend. Male shoppers have better idea on both issues than females. 
Within the female shoppers, the lower income groups tend to have better idea on goods to 
buy. The top two income groups, however, have poor ideas on both issues. It implies 
that the upper class tends to be less price conscious and consider shopping as a leisure 
instead of a functional activity to buy the needed merchandise. It is interesting to find that 
the lowest two income groups have less exact idea on budget than those earning $7,000-
12，999. As mentioned earlier, one-third of the lowest two income groups spend most 
money in food during their visit in department stores. Since the expenses in fast food 
restaurants of Japanese stores is very limited, they have low consciousness on budget. 
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Importance of Product/Services Other Than Traditional 
Merchandise in Department Stores 
Three of the five Japanese stores studied consider their stores as somewhere 
for people to spend their leisure. Three of them have game areas for children. That 
explain why many Japanese stores have coffee shops or fast food restaurants for 
shoppers to take a rest. In addition, in order to materialize the one-stop shopping concept 
of Japanese stores, they have merchandise not often found in other department stores. 
For instance, four stores under study have stationeries and three offer books, magazines 
and electronic appliances. Two have eye glasses, Jcweries and medicine/sanitary 
products. Some Japanese stores even organise cultural activities and exhibitions. It 
would be useful to study how shoppers value these products or services not found in 
traditional department stores. The ranking of importance by respondents on four items in 
question 10 under a 4-point scale is tabulated in Table 4.12 . The lower the score, the 
more important is the item. 
TABLE 4.12 
IMPORTANCE OF SELECTED SERVICES/ACTIVITIES (FEMALE) 
Incomc($) <5,000 5,000- 7,000- 10,000- 13,000- 17,000- Above Overall 
6,999 9,999 12,999 16,999 20,000 20,000 
Coffee shops/rcsa\urant 2.35 2.4 2.32 2.46 2.4 2.63 2.5 2.44 
Fashion show 3.1 3.12 2.79 3.08 3.3 3.5 2.38 3.04 
Exhibition 2.85 2.56 2.42 2.54 2.6 2.63 2.25 2.55 
Video to inli-cxiucc 2.6 丨.88 � . 7 9 1.69 1.6 1.88 2.13 1.94 
new product and 
fashion trend 
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From Table 4.12, it is found that coffee shop/rcstaiirant and exhibition arc 
considered lo be of moderate importance. Fashion show is not important for all incomc 
groups although those earning more than $20,000 a month indicated their moderate 
interest in it. On the other hand, the wide income groups from $5,000-20,000 would like 
department stores to launch video show introducing new products and fashion trend. 
This result indicates that shoppers are rather trendy and are eager to be up-to-date on 
products and fashion trend. However, Japanese stores stress on providing food and 
beverage and organize cultural activities to enhance the store image and attraction. A new 
service to inform shoppers of product trend should be more attractive to customers while 
stimulating their purchasing impulse. 
Consciousness on Price. Quality and Brand Name 
Japanese stores highlight quality, image and service as the main competitive focus. 
We learn from the early section that image is not an important factor for people to choose 
a store. However, quality and price are very critical factors affecting shoppers' choice of 
store. This section elaborates the price and quality consciousness of shoppers. In 
addition, it is useful to explore how shoppers perceive of brand importance in order to 
develop an appropriate brand mix. For these purpose, the following four statements 
were designed and respondents were asked to indicate their degree of agreements to 
them. 
1. I usually go for the lowest price product with acceptable quality. 
2. I usually purchase the medium price product with good quality. 
3. I usually purchase the upper price product with very good quality. 
4. I am willing to pay much more for my favorable brand. 
Table 4.13 below shows the degree of agreement to the four statements under a 4-
point scale. The lower the score, the greater the agreement with the statement. 
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TABLE 4.13 
CONSClOUSNliSS ON PRICE, QUALITY AND BRAND (FEMALE) 
Inc()mc($) <5,000 5,000- 7,000- 10,000- 13,000- 17,000- Above Overall 
6,999 9,999 12,999 16,999 20,000 20,000 
Staicmcru 1 2.15 2.8 2.47 2.85 3.0 3.25 3.25 2.71 
Stalemcru 2 2.0 1.64 1.68 1.38 1.6 1.5 2.63 1.75 
Slaiemcnt 3 3.15 2.68 2.74 2.46 2.6 1.5 2.63 2.58 
Slaiemeni 4 2.95 2.24 2.42 2.62 2.1 2.25 2.13 2.44 
The following conclusions are drawn from Table 4.13: 
- The degree of acceptance of the lowest price product with acceptable quality 
decreases as income increases. The finding is compatible with common sense. As 
people become more affluent, they tend to buy higher price products with better 
quality. 
- Lowest price products with acceptable quality are appealing only to those earning 
less than five thousand dollars. It means that most people are not very price 
conscious although they consider reasonable price is important. In other words, 
most people are willing to spend more money for better quality. 
- Medium price merchandise with good quality are in general very appealing to all 
income groups except those earning below $5,000 and above $20,000. The former 
cannot afford medium price product while the latter prefers high price items with 
very good quality. It is found from the Japanese store studied that four of them 
positioned their price level as medium. However, from the point of view of 
shoppers, Japanese stores are charging unreasonable high price for their products. 
It implies that the product quality is not compatible to its price. 
- The high price goods with very good quality are appealing to the top two income 
groups. 
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- As regards brand awareness, the lower income groups arc in general less willing to 
pay much more for their favorable brand. The importance of brand increases for 
those earning more than $13,000 a month. 
- One exception to the above findings is observed between the income group $5,000-
6,999 and $7,000-9,999. The entitlement to public housing of the former 
mentioned before explains their higher purchasing power than the latter. It accounts 
for their consumption pattern being more similar to the middle class. 
Attraction of Discount to Promote Sales 
Price reduction is commonly used to stimulate sales or to dea r inventory. It is 
found that each of the five Japanese stores carricd out seven to eleven promotion 
campaigns last year and the discount offered ranged from ten to thirty percents for 
luxuries and other products respectively. Some department stores such as Sogo has a 
discount area throughout the year. In order to pursue on the attraction of discount, 
respondents were asked to rank the importance of price reduction in stimulating their 
purchasing impulse under a 4-point scale. The higher the score, the less important is 
price reduction and the results are tabulated below. 
TABLE 4.14 
ATTRACTION OF DISCOUNT TO PROMOTE SALES 
Incomc($) <5,000 5,000- 7,000- 10,000- 13,000- 17,000- above Overall Male 
6,999 9,999 12,999 16,999 20,000 20,000 
Altraclion of discount 2.3 2.44 2.53 2.31 2.6 2.75 2.63 2.47 2.24 
丁he significance of discount to attract shoppers is moderate among all income 
groups. In other words, vey often, shoppers purchase the goods when they need it or 
find it attractive rather than waiting for discount before buying the items. Discounts 
should therefore not be used regularly to stimulate sales as it has moderate attraction only. 
The main purpose of price reduction should be to clear inventory as the strategy adopted 
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by Lane Crawford. The regular seasonal and festival discount used by Japanese stores 
should be adjusted to gain better profit. 
Main Strengths and Weaknesses of Japanese Stores 
Although shoppers have a rather positive impression on Japanese stores as 
indicated in Table 4.7. In order to highlight the main strengths and weaknesses of 
Japanese stores, two open-end questions were designed for respondents to input their 
major comments on Japanese stores. The number of strengths and weaknesses 
mentioned by respondents are summarized in Table 4.15 and 4.16. 
TABLE 4.15 
MAIN STRENGTHS OF JAPANESE STORES (FEMALE) 
Incomc($) <5,000 5,000- 7,000- 10,000- 13,000- 17,000- Above Total 
Main strengths 6,999 9,999 12,999 16,999 20,000 20,000 
Assortment 9 12 1 5 5 3 2 - 4 3 
Quality 7 9 10 4 2 0 2 34 
Shopping atmosphere 4 2 4 6 3 4 1 24 
Convenient location 1 1 3 2 5 2 2 16 
Large size 2 3 0 2 6 1 2 16 
Product layout 0 4 2 0 1 3 3 13 
Salesmen scrvicc 2 1 1 0 1 1 2 8 
Store dccoraLion 2 5 0 0 0 0 0 7 
Reasonable pricc 0 3 1 2 0 0 0 6 
Fancy products 0 3 0 2 1 0 0 6 
Store image 0 2 1 0 0 2 0 5 
Packaging 2 1 1 0 1 0 0 5 
Others 4 2 2 1 0 1 0 10 
193 
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III general, the above tabic matches with the findings in the early scction regarding 
respondents' impression on Japanese stores. However, the following results arc worth 
mentioning: 
- The overall shoppers' impression on product quality of Japanese stores is not high 
as mentioned in earlier section. However, thirty-four or one-third of the 
respondents reported that one main strength of Japanese stores is product quality. 
An indepth look into Tabic 4.15 illustrates that the good comments on quality were 
made mainly by the lower income groups. It implies that the upper income groups 
are not satisfied with the product quality of Japanese stores. 
- Other than the eight items studied in earlier sections, we find some other significant 
strengths from Table 4.15，namely large shopping area and product layout. These 
two are in fact main competitive strengths against other department stores as found 
in the five Japanese stores studied. Since most target customers of Japanese stores 
do not have good idea on the product to buy and budget to spend before entering a 
store，their purchasing impulse is generated after they have entered the store. 
Consequently, large size, which implies great assortment, and product layout are 
very effective in generating sales as they stimulate immediate buying need of 
shoppers. 
With respect to weaknesses of Japanese stores, the number reported by the 
respondents is 87 as shown in Table 4.16，which is far lower than the number of 
strengths (193) in Table 4.15. As expected, unreasonable price is the major weakness. 
In fact, the competitive focus of Japanese stores are service, quality and image rather than 
price. The negative comments on price is common across all income groups. 
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TABLE 4.16 
MAIN WHAKNHSSliS OF JAPANESE STORCS (FEMALE) 
Inconic($) <5,000 5,000- 7,000- 10,000- 13,000- 17,000- Above Total 
Main weaknesses 6,999 9,999 12,999 16,999 20,000 20,000 
Unreasonable liigh pricc 9 13 9 7 3 3 2 46 
Product quality 3 2 2 1 4 2 3 17 
Sales service 2 1 0 2 3 0 3 11 
Shopping atmospliere 1 0 0 1 1 1 3 7 
Others 1 2 0 2 0 1 0 6 
87 
Although Japanese stores stress on salesmen service and quality, eleven and 
seventeen respondents reported that the two areas are major weaknesses of Japanese 
stores. The negative comments are raised mainly by the upper income group earning 
more than $13,000 a month. As the upper income groups can afford high quality 
products and 37.5 percents of them shop most often in European department stores, it is 
natural that they are not satisfied with the product quality of Japanese stores. 
With regards to sales service, it is found from the store questionnaire results that all 
Japanese stores provide formal training to newly recruited salesmen. They are required 
to follow the selling procedures in a manual in order to maintain a high selling standard. 
However, shoppers' comments on salesmen service is not encouraging. Three reasons 
account for it. Firstly, the percentage of shopping areas rented out by the Japanese stores 
is high. The five stores under study rent out forty to sixty-five percents of their shopping 
areas to individual retailers which have their own salesmen. It is difficult for the store 
management to maintain a consistent and high standard of salespeople service. Secondly, 
the education requirement of salesmen in most Japanese stores is form 3-4 only. The 
higher income group may find it difficult to communicate with the salesmen. Finally, the 
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newly recruited salesmen are not required to have previous sales experience which again 
lowers their selling standard. 
Regarding shopping atmosphere, three out of the eight respondents with income 
above $20,000 consider it a major weakness of Japanese stores because it is too crowdy 
to shop there. Indeed, European department stores which target at the upper class like 
Dragon Seeds and Lane Crawford provide a spacious shopping environment as the 
number of shoppers visiting them is far less than Japanese stores. On the other hand, the 
crowdy shopping atmosphere evidences that Japanese stores are well received by 
shoppers. 
Who are the Heavy Shoppers 
All department stores want to attract the regular shoppers. That explain why they 
focus oil female shoppers who visit department stores much more frequently than male 
customers. It is most useful to highlight the characteristics of frequent shoppers. The 
discrepancy between different income groups and genders with regard to shopping 
frequency in Table 4.17. 
TABLE 4.17 
SHOPPING FREQUENCY OF VARIOUS INCOME GROUPS & SEX 
Female Male 
Incomc($) <5,000 5,000- 7,000- 10,000- 13,000- 17,000- Above Overall 
6,999 9,999 12,999 16,999 20.000 20,000 
Heavy shoppers* 30% 48% 31.6% 23.1% 50% 75% 50% 43.96% 17.6% 
Regular shoppers* 30% 40% 47.4% 76.9% 50% 25% 37.5% 43.83% 41.2% 
Infrequent shoppers* 80% 12% 21% 0 0 0 12.5% 17.93% 41.2% 
* Notes : Heavy shoppers are those who visit department stores al least once a week. 
Regular shoppers are those who visit (Icparuncni stores two or ilircc limes a monLli. 
Infrequcni shoppers are those who visit dcparirnem stores once a month or less. 
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From Tabic 4.17 above, a great proportion of female respondents arc heavy and 
regular shoppers. Although the portion of infrequent shoppers among male is great, the 
number of regular shoppers is also significant. Indeed, one Japanese department store 
which filled out the questionnaire indicated that the future direction of department stores 
should stimulate the shopping potential of male consumers. Among the female 
respondents, the income group $5,000-6,999 and the top three groups have the highest 
proportion of heavy shoppers. In other words, although the number of members in the 
upper classes is relatively small, they have very high potential not only because of their 
great purchasing power but also due to their high shopping frequency. 
Characteristics of Heavy Shoppers 
Since the consumption power of heavy shoppers is tremendous as they constitute 
43.6 percents of female respondents, it is necessary to explore their characteristics in 
order to have a direction for department stores to compete for this market segment. Table 
4.18 below highlights their criteria for store selection and impression on Japanese stores. 
The figures are tabulated by the same formula used in Table 4.6 and 4.7 regarding 
importance of various attributes for shoppers to choose a department store and scores of 
Japanese stores for different income groups. Only female shoppers are entered in the 
table as the frequency for male shoppers to visit department stores is far below that of 
female. In fact, only a small portion of male respondents are heavy shopper. 
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TABLE 4.18 
CR'l'iiRIA FOR HEAVY SHOPPERS TO CHOOSE STORES (FEMALE) 
Criteria of heavy Criteria of Score of female Score of average 
female shoppers average shoppers heavy shoppers shoppers on 
Attribules lo sclcct stores to selcct stores on Japanese stores Japanese stores 
Salesmen scrvice 3.38 3.24 3.16 3.05 
Siore decoration 2.85 2.85 3.18 3.14 
Shopping 3.45 3.29 3.29 3.14 
Aunosphcrc 
Reasonable price 3.33 3.33 2.71 2.30 
Store image 2.71 2.72 3.07 2.94 
Convenient 3.43 3.35 3.55 3.45 
location ‘ 
Product quality 3.45 3.53 3.16 2.95 
Product viirieiy 3.57 3.42 3.67 3.44 
Compared the heavy female shoppers with the average female shoppers, the former 
is more concerned with salesmen service, shopping atmosphere, convenient location and 
merchandise assortment. However, they are somewhat less quality conscious. Another 
finding is that heavy shoppers' scores on Japanese stores are higher than average 
shoppers in every attribiite. In other words, Japanese stores are more appealing to heavy 
shoppers than average shoppers. It is interesting to find that the heavy shoppers have 
much higher score with respect to reasonable price than the average shoppers (2.71 
versus 2.30). It is concluded that the major defect of Japanese stores - unreasonably high 
price - is not very serious among the heavy shoppers. 
Weas on product to buy and budget before entering a store 
Earlier section shows that the scores of the average female respondents for idea on 
product to buy and budget is 2.58 and 2.79 respectively. The figures for heavy shoppers 
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'di'c 2.76 and 2.88 respectively. Since both are higher than the average female shoppers, 
it is concluded that heavy shoppers have less exact idea on the product to buy and budget 
before entering a store. Again, Japanese stores are correct to believe that purchasing 
impulse is generated mainly after shoppers have entered a store. It is especially true for 
female heavy shoppers. 
Consciousness on Price, Quality and Brand of Heavy Shoppers 
Again, we use degree of agreement to the four statements in question 11 of the 
questionnaire to study the importance of brand and the price range which are most 
appealing to heavy shoppers. Table 4.19 below is tabulated to compare the average 
female shoppers with the heavy female shoppers. 
TABLE 4.19 
COMPARISON BETWEEN HEAVY AND AVERAGE FEMALE 
SHOPPERS ON IMPORTANCE OF PRICE, QUALITY AND BRAND 
Average female shoppers Heavy female shoppers 
Siaiement 1 (lowest price, acceptable quality) 2.71 2.93 
Siaiement 2 (medium price, good quality) 1.75 1.62 
Slatemenl 3 (high price, very good quality) 2.58 2.48 
Siatement 4 (pay much more lor brand name) 2.44 2.07 
From Table 4.19，it is found that heavy shoppers are less interested in lowest price 
product with acceptable quality as the score of the former group is higher than the latter in 
statement 1. However, medium price merchandise with good quality is very appealing to 
them as shown in the low score of 1.62 for statement 2. Heavy shoppers are a bit more 
interested in upper price products as their score in statement 3 is somewhat lower than the 
average shoppers. Finally, heavy users scores significantly less in statement 4 than the 
average shoppers. It means that they are much more conscious in brand name. 
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Summary 
The research findings are analyzed by combining the results gathered from the two 
questionnaires which give us the picture of strategies adopted by Japanese stores and 
shoppers' consumption pattern and impression on Japanese stores. The 120 respondents 
in the consumer survey are aged mainly from 20-35 with education above the average 
population in Hong Kong. It implies that they possess above average income. The 
respondents' backgrounds match with the target customers of Japanese stores - the 
younger generation with middle or middle upper income. 
The respondents considered product quality and assortment to be the most critical 
factors for their store selection. It indicates that consumers are more quality than price 
conscious. The conclusion is evidenced by the finding that price reduction is not an 
effective stimulant to enhance shoppers' buying impulse. In addition, it is also found that 
medium price products with good quality is much more appealing to shoppers than the 
lowest price items with acceptable quality. On the other hand, store image, lucky draw 
and gift giving are not significant to shoppers although they are stressed by Japanese 
stores. Also, exhibition and cultural activities organized by Japanese stores are not 
valued by shoppers who however would like to get information on new products and 
fashion trend in department stores. It implies that shoppers are rather irendy and want to 
update their knowledge on product and fashion trends. 
The belief of most Japanese stores that purchasing impulse arises mostly after 
shoppers have entered the store is evidenced by the findings that respondents do not have 
good idea on the product to buy and the amount to spend before entering a store. It 
accounts for the emphasise of Japanese stores in product display and shopping 
atmosphere which are highly appreciated by the respondents in the survey. 
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Regarding shoppers' impression on Japanese stores, the overall grading is rather 
high，especially for the major target customers of Japanese stores, i.e. the middle incomc 
group. In addition, most respondents belonging to middle and middle upper class 
reported that they shop most often in Japanese stores mainly because of convenient 
location, merchandise assortment and shopping atmosphere. It is also found that the 
consumption pattern of income group $5,000-6,999 is more approaching to middle class 
than those making $7,00-9,999 a month. It can be attributed to the entitlement of the 
former group to public housing, which gives them higher purchasing power than the 
latter group. 
With regard to weaknesses, Japanese stores are criticized for charging unreasonably 
high prices. However, the Japanese stores emphasize on medium price items which are 
very appealing to shoppers. In other words, the product quality does not match with the 
price level. In addition, the upper income groups are not satisfied with the shopping 
atmosphere, salespeople's service and product quality of Japanese stores. 
On the other hand, the findings on consumption behavior of heavy shoppers are 
encouraging to Japanese stores. Firstly, their scores on Japanese stores are more positive 
in all the eight attributes studied. In particular, their comments on price level of Japanese 
stores is much better than the average shoppers. Heavy shoppers possess greater brand 
consciousness but less concern in quality than the average shoppers. Also, they have 
less exact idea on the product to buy before entering a store. Medium and upper price 
items are more appealing to them. They consider shopping atmosphere, assortment and 
convenient location more important than average shoppers. All these account for their 
better impression on Japanese stores than the average respondents. 
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CONCLUSIONS AND RECOMMENDATIONS 
Introduction 
After analyzing the shoppers' behavior and the strategies of Japanese department 
stores in Chapter IV, the strengths and weaknesses of Japanese stores are manifested. 
This chapter will conclude the research project and give recommendations for Japanese 
stores, local stores and future direction of the department store industry. 
Conclusions 
This section is a review of the study and provides some concluding remarks on the 
research findings. 
The study is an exploratory one to find out the reasons for success of Japanese 
department stores in Hong Kong. Their success is evidenced by the great market shares 
of Japanese stores although their number of branches is small and most of them have a 
short history in Hong Kong. The research has been based on interviews with the 
maangement of two Japanese department stores, two questionnaire surveys on shoppers' 
behavior and strategies of Japanese stores, respectively, and literature review. Although 
the number of consumer respondents was just 120 and only five Japanese stores were 
studied，they generate reasonably valid results as the respondents were basically the target 
customers of most Japanese and local stores. In addition, the total number of Japanese 
stores in Hong Kong is only nine; the five stores studied constitute a great proportion of 
Japanese stores in HK. In order to supplement the questionnaire surveys, literature 
review on the retail industry and the operation of department store industry in Hong 
Kong were undertaken. 
1 1 
To highlight the major strengths of Japanese stores, the criteria for shoppers to 
choose stores were studied. It was found that Japanese stores have a good general 
impression among shoppers, especially for the middle and upper middle class and the 
heavy shoppers. In other words, Japanese stores are very successful to attract their target 
customers. It can be attributed to their professional management, international 
information network on product trend and frequent researches on the market 
environment. Their rapid move into the residental areas evidences their quick response to 
the market need. On the other hand, the main competitors of Japanese stores - local 
stores - remain in the main shopping areas instead of exploring the great opportunities in 
the new towns and large private housing estates. Other than market responsiveness, 
Japanese stores are superior in product display, assortment, shopping atmosphere and 
convenient location which are all considered to be important by shoppers. However, 
Japanese stores should improve in salespeople's service, merchandise quality and 
shopping atmosphere in order to attract the upper income group. 
The competitive advantages of Japanese stores are hints for local stores to improve. 
In addition, the whole industry should be more active in exploring the need of consumers 
while looking for new products to satisfy the market need. As shoppers become more 
and more trendy, their shopping impulse will be more changeable in accordance with the 
fashion trend. Department stores must be trend conscious while actively introducing new 
products to mould the product trend. 
Recommendations for Japanese Stores 
Although the Japanese stores are very successful in attracting their target customers 
and heavy shoppers, they have room for improvement. 
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Market Scgnicnlalion 
The target income groups of Japanese department stores range from $7,000 to 
$20,000 with more emphasise on the middle income group from earning $10,000 to 
$17,000 a month. However, the consumption pattern of income group $5,000-6,999 is 
more similar to Japanese stores' target segment than the $7,000-9,999 group. The 
former is composed mainly of single youngsters who are brand conscious. Japanese 
stores should develop merchandise mix to match the interest of this group. For instance, 
fancy products and brand name are effective to stimulate their purchasing impulse. 
On the other hand, due to the rapid income increase of the population in the past 
few years, more consumers will enter into the middle upper income group. In addition, 
the middle upper classs has a very great proportion of heavy shoppers. The market 
potential of this class has not been fully explored by the few European stores. In fact, 
among the Japanese stores, only Mitsukoshi identifies the middle upper class as its main 
customers. Meanwhile, most other Japanese stores allocate small areas to upper price 
products. It is recommended that the Japanese stores should diversify with regard to 
target income segment in order to fully explore the market potential. For instance, 
Japanese stores located in major shopping areas such as Sogo and Daimaru in Causeway 
Bay should upgrade their store image. On the other hand, those Japanese stores located 
in residential areas with a lot of public housing such as Yaohan in Shatin and Tueii Mun 
should develop strategies to fit in the less affluent consumers. 
With respect to tourist shopping, the five Japanese stores reported that the 
proportion of sales volume by tourist purchasing ranges from five to fifty percent. It is 
found in Chapter II that the potential of Japanese visitors is very promising due to their 
large number and high purchasing power. Japanese department stores should have 
distinct competency to attract shoppers from Japan and it is recommended that the stores 
located in tourist areas such as Tokyu (Tsimshatsui) should make efforts to attract 
Japanese tourists instead of relying on local youngsters. 
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Consignment Policy 
A very high proportion of shopping areas is rented out as consignment counters. It 
may be due to the fact that most Japanese stores have a short history in Hong Kong and 
do not have good understanding on the local market. For instance, when Sogo came to 
Hong Kong in 1985, its performance was unsatisfactory as it targeted the middle upper 
income group which constituted a very small percentage of the population. Uny had 
made mistakes in over-estimating the market of men's suit as it assumed that the 
manufacturing workers in Hong Kong dress formally at work as in Japan.i In order to 
reduce business risk, a great portion of shopping areas is rented out. However, it creates 
difficulties to control the tenant company's salespeople service and shopping atmosphere. 
For instance, the music of individual consignment counters in Sogo mixes up with the 
centrally controlled music. It is recommended that consignment areas should be reduced 
when Japanese store management becomes familiar with the market environment and 
shoppers' taste so that better control and planning are possible. 
Promotion Tactics 
Lucky draw, gift giving and discount are frequently used by Japanese stores during 
sales promotion campaign. However, they are found to be ineffective to stimulate 
purchasing need. It is recommended that lucky draw and gift giving should be abolished 
while price reduction should be adopted mainly as a measure to clear inventory instead of 
promoting sales. Also, the exhibitions launched are found to be unattractive to shoppers. 
The researcher suggests that videos introducing new and fancy products and fashion 
trend should replace the cultural activities as the former are attractive to shoppers while 
stimulating purchasing impulse. 
1 1 
Price and Quality 
Unreasonably high priced products without compatible quality is the main 
weakness of Japanese stores across all income groups. Many respondents indicated that 
the price level of Japanese stores is higher than that in local stores for the same items. 
Although the study illustrates that price consciousness of shoppers is not very high, 
shoppers would be hesitant to buy the same item at a higher price. In order to promote 
their competitive strength, Japanese stores should adopt a more competitive pricing policy 
to match the merchandise price with quality. In addition, the upper class is dissatisfied 
with the product quality in Japanese stores. If the Japanese stores follow the 
recommendation made above and stress more on the upper income group, they must 
make efforts to enhance their merchandise quality. 
Salespeople's Service 
Although the overall score of salespeople's service in Japanese stores is high, the 
impression of the upper class is not encouraging. In fact, the upper income groups are 
more concerned with salespeople's quality than the average shoppers. It is recommended 
that Japanese stores should recruit senior salesmen to work in counters selling upper 
class products. Salesmen in these counters should possess at least form five standard 
and have previous sales experience. 
Recommendations for Local Stores 
Three out of the five Japanese stores studied indicated thai local department stores 
are their main competitors. In fact, there is great overlapping of target customers between 
local and Japanese stores. In addition, a great portion of the middle income respondents 
(monthly income of $7,000-17,000) in the consumer survey visit local department stores 
most often. The respondents were asked to compare Japanese stores with other 
• • ‘ ‘ 
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department stores when they ranked Japanese stores for the eight attributes. As a result, 
the findings on consumers' opinions of Japanese stores also give insights to promoting 
the marketing strategies of local stores. 
Shopping Atmosphere and Product Layout 
When a shoppers step into a local store after visiting a Japanese store, the feeling is 
similar to a local shoppers getting into a department store in China.2 Indeed, many 
respondents of the survey said that one relative strength of Japanese store is their 
comfortable shopping atmosphere and attractive product layout. However, in local 
stores，there are too many merchandise in a small shopping area, creating a very 
congested feeling. Certainly, no one is willing to spend their leisure in an unpleasant 
environment. Consequently, local stores cannot make shoppers stay long in their stores. 
In order to compete with Japanese stores, they must make efforts to improve the 
shopping environment. 
Location 
Nearly all the local stores are located in major shopping areas such as Mongkok, 
Tsimshatsui, Causeway Bay and Central. On the other hand, most of the recently 
established Japanese stores are located in densely populated districts. By the end of 
1990，there will be two more Japanese stores in Tsuen Wan and Tai Koo Shing. As 
more than two million people are living in the New Territories, residents there would be 
unwilling to travel a long way to shop in the major shopping districts. Transportation 
costs going up is another disincentive to shop very far from one's residence. Also, the 
remoteness of residential areas is a further disincentive for evening shopping.^ In fact, 
convenient location is a very important criteria for shoppers to select stores. The local 
stores should expand outlets into new towns and large private housing estates with high 
density of population. 
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Competitive Focus 
Most respondents who visit local stores most often said that they preferred local 
stores because of appropriate price, habit and long established relation with the store. On 
the other hand, attractions of the Japanese stores are multi-dimensional, including product 
display, assortment, shopping atmosphere, and so on. It is found that shoppers consider 
merchandise assortment, quality and convenient location more important than reasonable 
price. Cost consciousness is decreasing as the population becomes more and more 
affluent. Thus, price should not be the main focus to compete. Other reasons accounting 
for people's preference of local stores, namely habit and long established shopping 
relation cannot last long. Since purchasing impulse is mainly generated after the 
shoppers have entered a store, especially for the heavy shoppers, local stores must 
expand their shopping areas in order to offer great merchandise assortment. In addition 
to promoting product layout and shopping atmosphere, local stores can stimulate sales 
and strengthen their position in the industry. 
Professional Management 
All the main local department stores including Sincere, Wing On and Sluii Ming are 
managed by the family members of their founders. They do not actively adapt to the 
market environment. Their survival is mainly based on their well known store name, 
experience in the industry and long established relation with loyal shoppers. On the 
contrary, Japanese stores are managed by professional department store undertakers. 
Four out of the five Japanese stores studied indicated that one of the major competitive 
strengths of Japanese stores against other department store practitioners is their 
professional management. It is evidenced by the fact that in the last three years, all the 
five stores have carried out researches on the income distribution of the popuhition and 
four have studied the demographic distribution. In order to survive in the rapidly 
•： -
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changing environnienl, local stores must step towards professional management and to 
foresee ihe future trends so as to develop appropriate strategies. 
Future Direction 
The recommendations made in the above two sections highlight some future 
development of the department store industry such as regionalization in order to serve the 
local residents, quality upgrading and professionalization. In addition to them, some 
future directions are recommended in order for the department store industry to prosper. 
Large Shopping Area 
Merchandise assortment is found to be the most important factor for shoppers to 
choose a store. In addition, it is found that shoppers are stimulated to buy as they do not 
have good ideas on the product to buy prior to entering the department store. Thus, 
merchandise assortment is very critical for the success of a store, and large shopping area 
is the prerequisite of great product variety. Consequently, new entrants to the 
department store industry should have large shopping area in order to compete. 
Department Stores as a Trend Guide 
As shoppers are increasingly trendy, they visit department stores not only to 
purchase, but also keep themselves up-to-date on product and fashion trends. In other 
words，department stores should actively introduce new products that match with 
shoppers' interest. Indeed, Japanese stores have been successful in changing the life-
style of the shoppers by introducing new products.^ In other words, department stores 
should not passively adapt to the market environment. They should actively mould the 
environment by shaping the product trend. In order to be an active participant in the 
industry，department stores must be aware of new products in overseas countries. Two 
of the Japanese stores studied revealed that one of their distinct competency is the product 
information flow between branches in different countries. It equips them with good 
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understanding in product trend and allow them to launch merchandise with good 
marketability in Hong Kong. 
Enhancement of Market Sensitivity 
As shoppers in Hong Kong are more and more trendy and affluent, their shopping 
behavior will depart farther from the traditional pattern - to buy the needed products. 
Consuming pattern will become difficult to understand and forecast. Department stores 
undertakers must also be trendy in order to feel the need of the consumers. In December 
1990，the largest department store chain in Japan will enter Hong Kong. Locally 
recruited management staff are required to learn leisure activities of the target customers 
in order to better understand the shoppers' imerest.5 Management of a department stores 
will become more scientific and artistic. 
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APPENDIX 1 
Questionnaire - Studies on Japanese Department Stores 
A • Background Inl'ornialion 
1. Number of years in business in HK 
2. Size of shopping area (square feet) 
3. Number of noor(s) of shopping area 
4. Number of full time slalT, including those in rent-out retail counters 
5. Number of full time stall, excluding those in rent-out reUiil counters 
6. Business hours : weekdays am to pm 
weekends am lo pm 
holidays am to pm 
B . Products 
7. Please check ( / )in Llic space provided below for those items included in the product list of your store: 
clothings leather goods cosmetics shoes 
jewelries watchcs sporting products toy 
household products electronic appliance medicine/sanitary products 
bcvcrage/fooci stationeries book/magazines 
furniture household dccoration(eg. wall paper, mirror) eye glass 
Oilier (please specify) 
8. Docs your store have any colTee shop/fast food resumraiits? * Yes/No 
9. Docs your store have any game areas for children? 氺 Yes/No 
10. Please specify Uic approximate pcrcenuige of goods displayed with the following countries of origin: 
USA % Japan % Europe % HK % China % 
Other Asia countries % 
C . Perception of Deparlmerit Store 
11. Which of the following do you consider an appropriate definition of your store? * a / b / c 
a. An area for shoppers lo purchase their needed goods b. An area for shoppers to spend leisure 
c. Other (please specify) 
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12. What is your siorc slogan or inollo, if any? 
D . Perception of Purchasinj^ Impulse 
13. When do you think purchasing impulse arises? * a / b 
a. arises mainly before shoppers entering the store b. arises mainly after shoppers entering the store 
E . Store Image 
14. How importiint docs your store conceive of store image? (please circle the appropriate number below) 
Very important 1 2 3 4 5 Unimportant 
15. Does your store actively mould a store image to match with ihe target customers? * Yes/No 
F . Researches 
16. Has your store ever done any studies in Uie following issues in the last 3 years? ‘ 
a. Demographic dislribulioii of HK population * Yes/No 
b. Income disuibuLion of HK population * Yes/No 
c. Shoppers' impression on your store * Yes/No 
d. Store layout for efficient spacc use & acsthclic purpose * Yes/No 
e. Tasie change of shoppers * Yes/No 
17. Has your store made use of the services of consuluincy company in ihe past 5 years? * Yes/No 
G. S a l e s m e n 
18. Whai is the minimum academic qualification of salesmen in your store?(Please check / as appropriate) 
Primary 6 and below Form 1-2 Form 3-4 Form 5 Above Form 5 
19. Does your store require salesmen to have sales experience before joining your store? * Yes/No 
20. Does your store provide any formal training to salesmen on sales techniques before ihey start to work? 
* Yes/No 
21. Docs your store require tlic salesmen to follow a strict selling process under the guide of a written 
manual? * Yes/No 
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H . Proniol ioi i Strateg ies 
22. Which of the rollowing media your stores lias advertised last year? (Can chcck / more than 1) 
Television Radio Newspapers Magazine 
Public Lransporiaiion Other (please spccify) 
23. What is ihc number of sales promotion campaigns in 1989? (Indicate the number in the blanks below) 
seasonal promotion festival promotion Other 
24. Approxiniaiely, how many limes were gift giving used to promote sales in 1989? 
25. Approximately, how many limes were lucky draws used to promote sales in 1989? 
26. What is the approximate range of discount (in %) during sales promotion? 
luxury goods Others 
I . C o n s i g n m e n t Pol icy 
27. What is the percentage of shopping areas reniecl out as consignment counters? % 
28. Does the consignment coiiiucrs have ihc discretion in developing their sales promotion strategies or 
have to match wi山 ihe siralegics of the department store? (Please circle the appropriate number below) 
Total discretion No discretion 
1 2 3 4 5 ‘ 
J . P r i c i n g 
29. What do you think is tlic price level of your store compared with other depariment stores? 
(please check / one from the following) 
Low Lower medium Medium Medium upper Upper 
K . Target Market Segment 
30. Has your store defined ihc Uirgct customers in terms of age? * Yes/No 
31. What arc the UirgeL customers of your store in terms of age? (can check / more than 1) 
15-25 26-35 36-45 above 45 No defined age group 
32. Has your store defined the target customers in terms of income? * Yes/No 
33. What are the target customers of your store in temis of income?(can check / more than 1) 
Individual income: below $5,000 $5.000-6,999 $7,000-8,999 
$9,000-11.999 $12,000-14.999 $15,000-17,999 
$18.000-20.000 Above $20,000 No defined income gro叩 
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Household incomc : below $8,000 $8,000-9,999 $ 10,000-12,999 
$13,000-16,999 $17,000-20,999 $21,000-24,999 
$25,000-29,999 $30,000-34,999 $35,000-40,000 
Above $40,000 No defined incomc group 
34. Has your store defined the target customers in terms of education? * Ycs/No 
35. What arc Ihc target customers of your store in terms of cducalion?(can chcck / more than 1) 
Primary and below Form 1-3 Form 4-5 Form 6-7 
Tertiary Education No defined education level 
36. With rcspcct to female customers, which of the following docs your store identify as target customers? 
Working women Non-working women Not defined 
37. What is the approximate pcrccntagc of sales generated from ovcascas loiirisLs? % 
L . C o m p e t i t i o n 
38. Which of the following is/arc identified as main competitors of your ‘store? (Can chcck / more than 1) 
China capital based stores Japanese stores HK based stores 
Europe & American stores Olhcr(plcasc spccify) ‘ 
39. What is the focal point of your store lo compctc? (can chcck / more than 1) 
pricc quality scrviccs store image 
40. What are the main compcLilivc slrcnglhs or;y(W store against the main competitors? 
41. What do you think are Ihc competitive strengths oi Japanese department stores against other stores? 
42. What do you think the future marketing direction of department stores should be in order to survicc? 
Note : * Please delete as appropriate 
E N D 
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APPENDIX 2 
Questionnaire - Consumer Survey 
1. What type of dcparUneni store you shop most often? 
a. Local b. PRC c. Japanese d. Other overseas stores 
2. Which deparlmcnt store you sliop most often and why? 
3. Please indicate the imporlancc of the following for you lo choose a department store. ("4" being the 
most imporlant) 
Salesman service 1 2 3 4 
S lore decoration 1 2 3 4 
Comfortable shopping atmosphere 1 2 3 4 
(such as spacious shopping area, soft music) 
Reasonable price 1 2 3 4 
Store image 1 2 3 4 -
Convenient location 1 2 3 4 
Product quality 1 2 3 4 
Product variety 1 2 3 4 
Large store size 1 2 3 4 
Having resuiurani/coIXee sJiop 1 2 3 4 
Lucky draw 1 2 3 4 
Gift giving 1 2 3 4 
Ollicr (please specify) 1 2 3 4 
4. What is your grading on Japanese depiirlment stores in the following aspects, in comparison wiih other 
departrnem stores?("4" is ihc highest grade) 
Salesman service 1 2 3 4 
Store decoration 1 2 3 4 
Shopping atmosphere 1 2 3 4 
Reasonable price 1 2 3 4 
Store image 1 2 3 4 
Convenient location 1 2 3 4 
Product quality 1 2 3 4 
Product variety 1 2 3 4 
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5. Do you ailciul lo advcrliscincnt on (IcparlinciU stores ？ 
Very often Nol at all 
1 2 3 4 
6. Please rank the iiiiporiiincc of the following mass media for you to get message of a dcpartmcni store. 
("1" being ilic most iniporiant) 
newspaper magazines television 
radio MTR/KCR sunion posters other (please specify) 
7. Which source of information is most important for you to sclcci a dcpiirtment store? 
a. advertising/publicity b. word of mouth 
8. To what extent do you have ideas on the goods you are going to buy before entering a department store 
with respcct lo the following: 
Very dear idea No idea 
山e type of product 1 2 3 4 
price and quality of product 1 2 3 4 
9. Which product category(ies) you spend most of your money in department store? 
10. To wliat extent of the following do you expect a department store should offer in addition to goods: 
Very much Nol at all 
fcxxl and beverage 1 2 3 4 
fashion show 1 2 3 4 
exhibitions 1 2 3 4 
vidcolo introduce new product and fashion trend 1 2 3 4 
11. Please indicate your degree of agreement lo tlie following slalcmcnts : 
Strongly agree strongly disagree 
I usually go for the lowest price product with acceptable quality. 1 2 3 4 
I usually purchase the medium price product with good quality. 1 2 3 4 
I usually purchase the upper pricc product wiih very good quality. 1 2 3 4 
I am willing to pay much more for my favorable brand. 1 2 3 4 
12. How imporuinl is price reduction in stimulating your purchasing impulse? 
Very important Nol important 
1 2 3 4 
13. Whal do you think is the main sirciigih of Japanese deparimeni stores? 
14. What do you think is llie main weakness of Japanese department stores? 
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15. How often (io you go shopping? 
a. twicc or more a week b. oncc a week c. oncc every 2 week d. oncc every 3 weeks 
c. oncc a month f. less than oncc a month 
16. What is your marital sUUiis? Single/married 
17 What is your occiipaLion ？ 
18. Sex Malc/fcmalc 
19. Education a. Primary 6 and below b. form 1-3 c. form 4-5 d. matriculated c. tertiary 
20. Age a. 15-20 b. 21-25 c. 26-30 d. 31-35 c. 36-40 f. 41-45 g. above 45 
21. monthly incomc a. below $5,000 b. $5,000-6,999 c. $7,000-9,999 d. $10,000-12,999 
c. $13,000-16,999 f. $17,000-20,000 g. above $20,000 
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